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KEY ECONOMIC 


All values in millions U.S. $ 
unless otherwise indicated 


NATIONAL ACCOUNTS 


GDP at market prices 


GDP at constant prices (1976) 


FY1985/86 


N/A 


N/A 


Balance of Payments (1)(Jan 1 - Dec 31) 


current account 
total capital account 
goods trade balance 
imports 
(of which US origin) 
exports 
travel account balance 
mgt./prof./tech. svcs.balance 


Central Gov't Finance 
total revenue 
of which customs duty 
total expenditure 
including current and capital 
balance outstanding year end 


Inflation percent (1) 


Bermuda Monetary Authority 
assets/liabilities (1) 
money supply (1) 


SECTOR DATA 


Tourism 
worth to the economy 
total visitor arrivals 
of which from US 
visitor expenditure 


International businesses 
exempted(1) 


local(1) 
non-resident (1) 


N/A 
N/A 
N/A 


$387.7m est. 
$213.0m est. 


N/A 
N/A 
N/A 


$178.0 est. 
$77.5 est. 


$200.0 est. 
N/A 


3-3.5 est. 


N/A 
N/A 


N/A 


550,000 est. 
485,000 est. 


$335.0 est. 


registered in Bermuda 
number registered (end of Gov FY lst Quarter 


5,250 
1,159 
566 


INDICATORS: BERMUDA 


Exchange rate: 
U.S. $1= B.D. $1 


FY1984/85 


$1,003.4 
$463.3 


-$21 
+$27 
-$365.9 
. 
231.5 
38 
+$273 
+$205 


$178.4 est. 
$78.6 (2) 


$199.0 (2) 
(3) 


3 


N/A 

528,871 
463,300 
$336.8; 


Apr-June) 
5,293 
1,106 

604 


FY1983/84 


$905.3 
$461.1 


+$26 
-$3 

-$350.5 

pie 
207.7 


21 
+$280 
+$205 


$164.2 
$68.0 


$166.4 
(3) 


Je3 


56.6 
599 


$350;(4) 
567,710 
500,200 
$335.5; 





FY1985/86 FY1984/85 FY1983/84 


Commercial banking (Gov FY lst Quarter Apr-June) 
total assets/liabilities $5,188m $4,848m $4,479m 


Retail price index (Gov FY 2d Quarter July-Sept) 
Jan 1985=100.0 all items 101.6 97.9 93.0 


Retail sales index (Gov 2d Quarter July-Sept) 
av. monthly sales 1980=100.0 132.9 136.1 128.0 


Consumer spending N/A $663.4m $605. 8m 


Social Data 

Population 56,652 est. 

GDP per capita income (4) N/A N/A $18,100 

Unemployment (percent) 2.2 est. (3) (5) (3)(5) 
workforce 34,000 est. .31,47U (1982) 
average employment income N/A N/A $20,100 
hours worked per week N/A 35.6 35.9 
trade union membership 8,600 est. 8,600 8,686 
pent of jobs:non-Bermudians N/A 21 20 


Value of new projects started $55.2m est. $56.2m $60. 8m 


Housing (new units completed) 525 est. 591 448 


NOTES 


Government 1984 Fiscal Year is April 1, 1984 - March 3l, 1985; 
referred to as FY 84/85. 

Bermuda Monetary Authority 1984 Fiscal Year is the calendar year. 
Exchange Rate: $1 Bermuda = $1 USA statutorily maintained at par per 
Act of 1971. 

Sources: unless otherwise footnoted "Bermuda: Facts and Figures" and 
"Bermuda: Quarterly Bulletin of Statistics". 

Statistical Department, Government of Bermuda, Summer 1985. 
Estimates: by American Consulate General based on sources. 

N/A: not available 

m: million 


(1) source Bermuda Monetary Authority, Reports and Accounts 1984 
(fiscal year is calendar year) 
) source Accountant General Department 
) nominal/negligible 
) Revenue generated from abroad; Butterfield Bank Annual kKeport, 
June _ 1985 
(5) Government Statistician 
(6) August-August 





OVERVIEW 


Bermuda is a self-governing British colony with over 56,000 
inhabitants. Comprising 20.5 square miles, it lies in the Atlantic 
Ocean 2 hours by air from New York. Bermuda is a small economy and 
its major industries are tourism and international business. 
Relations with the United States are excellent. The United States 
Naval Air Station manages the civil air terminal. 


Bermuda has one of the highest per capita incomes in the world among 
non-oOil states. It is an upscale consumer society. Almost all 
goods are imported, 60 percent of which are from the United States 
Bermuda relies on American TV, radio, and newspapers. Many skilled 
jobs are filled by expatriate workers. 


Tourism, insurance, and shipping are the principal earners oft 
foreign exchange. For three years all have had a surplus capacity 
with no modest change in view. Nonetheless the Bermuda economy has 
held up. 


Bermuda ranks within the top 10 global tourist destinations for 
Americans. However, a recent downturn in tourism has lead the 


industry and Government into an aggressive marketing campaign to 
begin in 1986. 


Recently the number of exempted companies basea in Bermuda decreasea 
Slightly. Local advantages for international business include no 
taxes on profit, income, capital assets, gain, or appreciation for 


"exempt" firms until the year 2006; virtually no corporate taxes; 
freedom from domestic exchange controls and other constraints on 
investment; available local tinancing; good banking, financial, and 
support services; excellent electronic communications; political 
stability; a fair judicial system; and an attractive geographic 
location. 


Many local companies are undercapitalized and too much of their 
financial resources are expended in dividends or expansion into 
fierce, nonproductive competition. Because of the tall in tourism 
revenues in 1984 businesses saw a reduced profit margin. 


Beginning in 1986 Government statistical data will be improved and 
provided quarterly. 
BERMUDA IN THE WORLD ECONOMY 


PERFORMANCE 


In 1984 Bermuda witnessed a contraction in real gross domestic 
product. Because the Bermudian dollar is maintained at par with the 





United States dollar, it appreciatea strongly against all world 

Currencies making vacations to Bermuda more expensive than usual. 

Its strength was a principal cause of fewer tourist arrivals and, 
consequently, lower toreign exchange earnings. 


PROSPECTS 


With the gradual weakening of the United States dollar, kuropean 
vacation destinations will become relatively more expensive. This 
and the effect of an aggressive new tourism program have caused a 
resurgence in tourism. The Hong Kong firm of Jardine Matheson 
relocated its holding company in Bermuda; as the British lease on 
Hong Kong expires other businesses may follow suit. 


NATIONAL ACCOUNTS 
PERFORMANCE 


In 1984 real GDP rose by almost 1 percent. A fall in tourist 
expenditure (a 6-1/2 percent decline in visitors), a surge in 
consumer imports (10 percent in real terms), a rise in Government 
consumption (4.7 percent in real terms), and no yrowth in 
international company spending, altogether further weakened the 
balance of payments. Wages and salaries grew even taster than 
previously yet output was 3 percent below its peak ot FY 1980/81. 
Most of this additional personal disposable income was spent on 
domestic consumption and travel. With the rise in imports, overall 
real GDP possibly fell by as much as 5 percent. 5&0, although 
inflation in 1984 was at its lowest level in seven years (3 
percent), local prices increased at a faster rate. The result was a 
one-year, $47 million deterioration of the current account. ‘this 
was the first current account deficit since Bermuda lert the 
sterling area in 1972. 


Local banks have repeatedly warned of the danger ot domestic 
spending exceeding the rate of growth in toreign exchanye earnings. 
Loans have outdistanced deposits by 3 percent for the last three 
years. A local bank has commented that Bermuda has been spending 
its way to prosperity. 


Although gross domestic fixed capital formation fell slightly, it 
continued at a very high level. 


PROSPECTS 


Local authorities anticipate a further reduction in real GDP of 5 
percent by the end of 1985. Recently concluded labor contracts call 
for modest increases in wages and salaries. No chanye is foreseen 
in sources of Central Government revenue or in manner ot Government 
spending. 





BALANCE OF PAYMENTS 
PERFORMANCE 


The large visible trade deficit has always been offset by the travel 
account balance and the management, protessional, and technical 
services balance.* But in 1984 this did not happen due to the fall 
in tourism and the rise in consumption. 


The 1984 deficit was financed in the capital account through net 
borrowing from both private and official overseas sources. There 
was also a decline in the banks' net foreign currency position ($18 
Million) as well as a run-off of official foreign asset holdings ($5 
million). 


The Monetary Authority has stated that the steady deterioration in 
the balance of payments since 1980 must not continue. In January 
1985, after consultation with the Government, the panks announced 
new Bermuda dollar lending policies so as to tighten consumer 
credit. As a result by the end of June there had been a noticeable 
decline in retail sales with a year-on-year decrease ot 6.8 percent. 


PROSPECTS 


The Monetary Authority plans to contract the money supply to lower 
imports and encourage personal savings. It is understood that the 
Government and banks plan a public service publicity campaign to 
encourage Bermudians to save. The anticipated result should improve 
the 1985 balance of payments position. 


BANKING 


The three commercial banks in Bermuda saw total assets and 
liabilities rise by 10-1/2 percent to $5.1 billion. As regards 
assets, Bermuda dollar bank lending rose by 30 percent (+$9lm). 
There was also a very large increase (+$362m) in foreign currency 
cash and deposits held, retlecting an increase in international 
company funds placed in local banks. This was coupled by an $80m 
increase in other foreign currency assets arising from the continued 
growth in the demand for letters of credit from the exempted company 
sector. As regards liabilities, total Bermuda dollar bank deposits 
rose by almost 18 percent. The banks' capital and reserves grew by 
13.3 percent. Other liabilities increased by 15 percent due to the 
growth in foreign currency assets. 


*It is ot some note that ot exports to the United States, TSUSA 
800 “U.S. products returned" comprises 75 percent. 





LABOR 


Approximately 25 percent of labor is unionized. The major union in 
Bermuda is the Bermuda Industrial Union. Strikes are 

infrequent. Wage contracts were successfully negotiated in 1985 for 
major sectors; with settlements, the average salary will increase 
5.5 percent the first year and 4.2 percent the second. Unemployment 
is in the neighborhood of 2.2 percent. Frictional unemployment 
(that is, persons between jobs, on maternity leave, etc.) has a rate 
of 3 percent. Some 21 percent of the labor torce are 
non-Bermudians. In consequence, wages are high. 


TOURISM 
PERFORMANCE 


Tourism is the most important single industry and accounts tor over 
30 percent of Bermuda's economic activity with an annual revenue of 
approximately $350 million. Over 90 percent of Bermuda's visitors 
are American. A phenomenal 40 percent of visitors return to Bermuda. 


1980-85 saw a 2 percent averaye annual decline in tourism. July l, 
1984 to June 30, 1985 witnessed a 1.6 percent decline. As notea, 
the strony Jollar has made other destinations relatively cheaper. 
The industry has realized only 40-60 percent hotel occupancy over 
the past few years. However strong promotional efforts organized by 
the Bermuda Hotel Association and the Government in early 1985 
resulted in the total number of visitors up 3.1 percent from the 
year prior. In addition, and partially aque to the large influx of 
Cruise passengers, July 1985 was the strongest July in 10 years. 


The public debate on tourism notes that regular visitors daily spend 
more than cruise visitors. Although the cruise trade is less 
lucrative per capita but steadily growing, many businessmen still 
prefer to court the higher paying regular visitor. In that vein all 
agree that value must be given for money. Bermuda preters its image 
as a unique, unhurried resort and is thererore reluctant to appeal 
to large charter tour groups out of economic need. Therefore the 
Government has launched an aggressive new marketing campaign for 
1986 designed to open new markets in the United States without 
resorting to such charters. 


The October 1985 financial collapse of a respected travel wholesaler 
(Halmar) has left Bermudian hoteliers holding over $9 million in 
travel vouchers. The collapse of Halmar should not atfect the 1986 
campaign, but the Government, industry, and economy will have to 
accommodate the effects of this development. 


BEST COPY AVAILABLE 





PROSPECTS 

Tourism analysts are pleased with the new marketing campaign. They 
remain cautiously optimistic, partially because Marriot and Club Med 
occupy two major resorts undergoing massive rebuilding. This has 
forced others to renovate in order to offer value for money. The 
10-year, $92 million renovation of the former Royal Navy Dockyard 
into a tourist center along the lines of Baltimore's Harborplace 
will continue. Cruise ship docking facilities will grow ana more 
ships have been scheduled to call during 1986. 


INTERNATIONAL BUSINESS 


PERFORMANCE 

International business accounts for 19 percent of GDP. In 1984 the 
volume of international business declined by 1 percent despite the 
economic upswing in the United States. In 1984 its local 
expenditures were flat and have yet to recover from the sharp tall 
of 1982-83. Insurance companies in liquidation increased, resulting 
in 5,898 active companies in 1985 compared with 5,978 for the 
previous year. 


PROSPECTS 

The insurance market is now hardening with a consequential rise in 
premiums. Therefore renewed interest is anticipated in the 
formation or reactivation of insurance subsidiaries. 


EXPORT, AND INVESTMENT OPPORTUNITIES FOR AMERICAN BUSINESS 


Within the year several large capital projects may be announced. 
Contemplated is the complete rebuilding of the civil air terminal 
based on a 1977 International Air Transport Association study. In 
addition, the major athletic stadium and the only medical hospital 
might be upgraded. As noted the former Royal Navy Dockyard will 
continue to develop. The Government may permit the national 
installation of cable television which has been anticipated for 10 
years. Enhancement of the telephone system and the installation of 
equipment for electronic conferences is planned. 


There are ready and emerging markets for consumer products. 

However, given the efforts to improve the balance of payments by 
discouraging imports, non-luxury items may fare better. Good 
prospects for American exporters are pre-fabricated housing units; 
furniture, fixtures, and accessories; small luxury cars (Japanese 
makers have nearly cornered the market; there are no American-made 
vehicles for sale); auto parts and accessories; foodstutfs; consumer 
electronic products; and sophisticated teaching and training aids 
for the handicapped. Good prospects for investments are tourist 
related business; and fisheries and agro-business development. 
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